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Findings 

What agricultural and resource economists are fi'lding about food, farm, and resource issues. 

• MEATPACKING CONCENTRATION. Increasing concentration in the meatpacking industry appears to be caused more by 
economies of plant scale than by anticompetitive behavior on the part of large meatpacking firms-say Ander
son, Murray, Teague, and Lindrooth. 

• POLITICS AND AGRICULTURAL POLICY. Pro- and anti-sugar interests have been able to "buy" favorable congressional I 

votes through their PAC contributions-say Brooks, Cameron , and Carter. 

• OPENING AGRICULTURAL TRADE. Had the Canadian economy been more integrated into the world economy, relative 
agricultural prices would have been, on average, 8 percent higher during the 1960-92 period-say Lachaal and 
Womack. 

• SWINE MANURE MANAGEMENT. While manure management is important, the most profitable storage and application 
systems vary from situation to situation, and other production considerations generally drive the profitability of 
hog unit size-say Fleming, Babcock, and Wang. 

• MUNICIPAL SOLID WASTE. Rural municipalities commonly privatize solid waste collection and disposal in rural areas 
of Illinois and Wisconsin , and most studies of U.S. cities show that privatization of solid waste services reduces 
costs-says Deller. 

• GROUNDWATER QUALITY AND FARM INCOME. Practices and technologies which reduce leaching of agricultural chemi
cals into the groundwater tend to reduce farm incomes, although some opportunities exist for win-win out
comes, and at lower levels of reduced chemical contamination revenue losses may be quite small-says Lee. 

• CANADIAN WHEAT BOARD. The Canadian Wheat Board exercises monopoly power to raise the cost of marketing 
services to farmers, which presumably lowers farm incomes-say Carter, Loyns, and Berwald. 

• INSECTICIDES AND ApPLICATOR SAFETY. U.S. apple growers choose insecticide products and application rates based 
primarily on efficacy and user safety attributes-say Hubbell and Carlson. 

' Findings are taken from recently or soon-to-be published research in the American Journal of Agricultural Economics, Journal of Agricultural 
and Resource Economics, Review of Agricultural Economics, Journal of Agricultural and Applied Economics, Agricultural and Resource 
Economics Review, Land Economics, Journal of Environmental Economics and Management, Agribusiness-An International Journal, and 
other journals which publish the research findings of agricultural and resource economists. Abbreviated citations are found on page 40 . . 

ON OUR COVER-Precious food . The fruit nurtured and then offered by human hands. 
Abundant for some, but not all. And into the future, will we be able to meet our needs? Our 
wants? Inside, authors discuss the prospects for the years ahead. 
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by Jean Kinsey . \ Guest Editorial \ 

The Federal Reserve: A Friend of Agriculture 

Jean Kinsey is professor in the Applied 
Economics Department and director of 
The Retail Food Industry Center at the 
University of Minnesota. She served on 
the Board of Directors of the Federal Re
serve Bank of Minneapolis from 1991 to 
1997 and was 1996-97 chair. 

Every other Thursday morning each 
of the twelve pres idems and mem
bers of the Board of Direcrors of the 
Federal Reserve Banks have a meet
ing in their respective locatio ns. Se
curiry is tighr: participants use secured 
phone lines and wear idemification 
badges. They review economic con
ditions and vote on whemer ro change 
the disco unt rate-the imerest rate 
each Federal Reserve Bank charges 
deposirory institutions who borrow 
from their discount window ro cover 
deficits at the end of the day. Meet
ing participants are sworn ro secrecy 
since a change in the disco unt rate 
usually triggers a change in all i nter
es t rates. A leak about that poss ibil!' 
iry could set off wide swings in cur
rency and srock markets and counter 
monetary policy. 

Decisions are relayed ro me Board 
of Governors in Washington, D.C. 
They could declare a change in me dis
count rate if at least one bank votes to 
do so. In practice, the discount rate or 
the federal funds rate change only after 
being voted upon by the Federal Open 
Market Committee (FOMC) which 
meets eight times a year. The FOMC 
also affects interest rates through their 
instructions to adjust banks' reserve re
qUirements. 

Smaller banks in agricultural areas 
are the largest users of me discount win
dow since their need for loanable funds 
on a seasonal basis often exceeds meir 
supply. T he discount window helps en
sure that farmers receive loans in time 
to plant while it enhances me safery 
and soundness of rural banks. 

How do FOMC members gain wis
dom and foresight for making decis ions 
affecting interest rates? Besides being 
well-educated and experienced people, 
they have large research staffs. In addi
tion, a network of advisory boards made 
up of business people, consumers, and 
labor and citizen representatives advise 
FOMC members. As a director of the 
Minneapolis Federal Reserve Bank, I 
regularly called fifteen to twenry busi
ness executives for real-time informa
tion about prices, supplies, wages, jobs, 
crop conditions, and the market for 
cattle. Cumulatively, mis information 
indicates the direction of economic ac
tiviry long before it is revealed by offi
cial statistics. This foresight is invalu
able and contributes mightily to me 
right decision being made at the right 
time for interest rate adjustments. 

So much for monetary policy. The 
Federal Reserve System (FED) also en
sures the integriry of banks and en
ables commerce to take place. As part 
of meir dury to supervise and regulate 
banks and bank holding companies, 

me FED enforces me Communiry Re
investment Act. T his act promote in
vestment in rural housi ng, including 
mat on Indian reservations. 

The FED is me bank for the U.S. 
Treasury. As such, it facilitates trading 
in international currencies which is im
portant to agricultural exports. Re
cently, they shored up the Japanese yen 
in order to slow me rise in me dollar 
and encourage U.S. exportS. AJI pay
ments between the U.S. government 
and citizens flow through me treasury's 
account at the FED. Social securiry 
checks, savings bonds, food stamps, 
coins, and currency all move through 
the FED. Their automated clearing 
house handles direct deposits of pay
roll checks and mortgage payments. 
They literal ly make it possible for com
merce to function. And, yes, meir com
puters have redundant capaciry. One 
time when water damaged a mai n com
puter at me Minneapolis Bank, all op
erations were transferred to a "redun
dant" site wimin a few hours. As far as 
I know, no one missed a credit card or 
wire transaction. And, yes, the FED 
computers are ready for me year 2000! 

It is difficult to identifY which of me 
FED's many activities benefits agricul
ture me most. Perhaps, it is me combi
nation of actions mat stabilize inflation 
and instill confidence in the economy. 
As Larry Meyers (FED governor) put 
it, "When it comes to price stabili ry, 
me buck, literally stops at me central 
bank." Stable, low inflation encourages 
investments)n bom me physical and 
human capital mat sustain agriculture, 
business, households, and culture. Ulti
mately, it provides an environment 
where standards of living will rise. 
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